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Summary By June 1989, at the very latest, Soviet leaders should make some fairly

Information available firm decisions on the defense activities they plan to carry out during 1991-

i;ffu ! Z doi;"t’zfs’r’e 5;80‘3[_ 95, the period of the 13th Five-Year Defense Plan (FYDP). Like its
predecessors, the 13th FYDP will comprise a series of documents that
outline the military’s requirements for manpower, weapons and equipment,
and other resources; estimate their cost, in rubles, by major resource
category and by branch of service; and lay out specific goals to be achieved
by each of the services individually and of the armed forces in general. It
probably will also include a statement of the defense-related tasks by
civilian agencies in areas such as civil defense and the stockpiling of
resources for mobilization. In addition to its obvious importance for
defense, the FYDP has a major impact on economic planning. Because of
the priority that the Soviets accord to defense and because defense’s claims
on resources are so large, preparation of the 13th Five-Year Plan (1991-95)
for the Soviet economy cannot proceed until a draft of the FYDP has been
approved by the political leadership. 25X1

The key decisions on the FYDP will most likely be made by the Defense

Council, a group of top-level leaders, mostly Politburo members, with

responsibility for national security matters. The political leadership makes

its decisions in response to military threat assessments and budget requests

prepared by the General Staff and on the basis of estimates of resource

availability and requirements prepared by the State Planning Committee

(Gosplan). Once the leadership has made its decisions, the General Staff

translates them into specific plans for manning, equipping, and operating 25X1
the armed forces, while Gosplan and other economic agencies draw up

plans for producing and delivering what the armed forces need.

As the end of 1988 approaches, the FYDP planning process is still
apparently on track. Although the initiation of Gorbachev’s economic
. ‘ reform program presumably has had some impact on the defense sector,
planning for the FYDP probably has escaped the worst of the disruptions
and uncertainties affecting the civilian sector because, even under the |
. reform regime, defense planning remains centralized. At this stage in the
planning cycle, the General Staff probably has already presented the ‘
political leadership with its assessment of the threat and its estimate of the |
forces required to counter it. Using the information provided by Gosplan, ‘
the leadership may already have responded with initial guidelines on
resources available to defense. If the leadership has not yet issued these
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guidelines, it should do so within the next several months because a draft
FYDP must almost certainly be prepared and approved in time for

Moscow to meet the decreed June 1989 deadline for establishing specific
target indicators for the economy during the 13th Five-Year Plan period.

25X1

| If the leadership is undecided on questions of national security policy or un-
| ~ certain about how to achieve its goals, both civil and military, the
imperatives of planning—the simple need to meet key deadlines—could
| play an important role in forcing decisions. Such a situation may be
’ especially likely at present, when Moscow has proclaimed a “new” military
doctrine—reasonable sufficiency—but seems divided, uncertain, or both,
as to what this doctrine implies for the training, organization, manning,

and equipping of Soviet military forces and the allocations of resources to
defense. ‘ 25X1

| Given such a state of affairs, Gorbachev could use the approach of key

| FYDP deadlines to pressure undecided colleagues and to require the
military to speed up the preparation of specific plans for implementing the
new doctrine. On the other hand, faced with looming decision points in the
FYDP planning process and lacking a clear sense of what the new military
doctrine should mean in practice, Gorbachev might agree to a fairly
traditional draft FYDP that falls short of satisfying his desire to reduce the
defense burden. Agreeing to such a draft would allow the preparation of
the 13th Five-Year Plan to proceed, but would not represent an irreversible
decision. The later the revisions to the draft FYDP, however, the more
difficult they will be to assimilate into the 13th Five-Year Plan for the So-
viet economy, and, even if they reduce allocations to defense, the less they
‘will help Gorbachev’s civilian investment and consumer goods programs.

25X1

Gorbacheyv, therefore, has strong incentives to shape the draft FYDP to his
own liking as soon as possible. Specifically, by mid-1989 he will be at the
end of the optimum period for translating his stated desire to reduce the
USSR’s defense burden into a specific plan of action for 1991-95. We do
not believe that the need to meet key planning deadlines would, by itself,
make the Soviets more accommodating in arms control negotiations or any
other forum. In our view, however, the approach of important planning
milestones limits the Soviets’ opportunities for probing or feeling out a new
US administration on arms control and related issues, and increases their
interest in reducing the uncertainties vis-a-vis US policies that would affect
their defense planning. 25X1
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Scope Note This paper focuses on the process by which the Soviets will draft the next

Five-Year Defense Plan (FYDP). It identifies the major institutions

involved in the process, outlines the key milestones of the planning cycle,

assesses the implications of Gorbachev’s reforms for defense planning, and

examines the impact the planning process itself may have on policy

formulation. The paper only indirectly addresses the issue of the next plan’s

possible content, 25X1
|
25X1
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Preparing the Soviet
Five-Year Defense Plan:
Process, Participants,
and Milestones

A little over two years from now the Soviet leadership
is scheduled to formally adopt the 13th Five-Year
Plan—its detailed blueprint for economic activity
during 1991-95. A critical stage in the process of
preparing this blueprint is agreement on the five-year
plan’s defense component: the 13th Five-Year Plan
for the Development of the Armed Forces—the Five-
Year Defense Plan (FYDP). Because defense’s claim
on Soviet resources is so large, preparation of the five-
year plan cannot proceed until a draft FYDP has been
approved by the political leadership. Timely prepara-
tion of the FYDP, therefore, is important for the
economy as well as for defense, and, as a result, the
desire to minimize delays in the FYDP process can
itself exert substantial influence on Soviet decision-
making on defense. It is this that makes an under-
standing of the Soviet FYDP process important for
the United States.’

FYDP Scope and Format

The FYDP is the most important of the three types of
plans—annual, five-year, and long-range—that the
Soviets use for defense and for the economy. Annual
plans, used to implement the FYDP in stages, make
midcourse adjustments to the FYDP. Long-range (10-
to-20-year) plans, designed to impart a strategic direc-
tion to the planning process, reportedly do not carry
the authority of either annual or five-year plans.

Declassified in Part - Sanitized Copy Approved for Release 2013/03/15 : CIA-RDP89T01451R000600730001-9
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¢ A compilation of total funds available to the Minis-
try of Defense (MOD) over the five-year period;
their breakdown by procurement, construction, op-
erations and maintenance; and at least some portion
of research and development;' as well as their
distribution among the branches of the Soviet
armed forces.

* A list of major defense-related tasks in support of
national wartime preparedness, such as the stockpil-
ing of resources and equipment, specifying which
tasks are to be implemented by the MOD and which
are to be implemented by other governmental
ministries.

In addition, the FYDP apparently is accompanied by
a number of attendant, specialized plans, including a
mobilization plan, a civil defense plan, an armed
forces training plan, and a logistics and supply plan.

\we believe the Soviet FYDP probably
comprises the following set of planning documents:

» A statement of overall FYDP goals and policy
guidelines for each of the armed services, listing
program and mission goals for the plan period.

¢ A detailed set of plans for the individual services,
listing scheduled organizational changes, personnel
levels, weapons and equipment to be procured, and
cost estimates for these activities.

Key Actors in the FYDP Planning Process

In broad terms, three groups interact to produce the
FYDP: the political leadership formulates policy
guidelines on resource allocation based on military
requirements, competing civil priorities such as con-
sumer welfare, and forecasts of economic capacity;
the military first determines defense requirements
and subsequently drafts the FYDP within the guide-
lines provided by the political leadership; and Gosplan
(the USSR State Planning Committee) provides input
to decisionmaking within the two groups, and subse-
quently translates FYDP goals into material planning
targets (see figure 1) |

“ |cxpenditurcs for-most, and
perhaps all, research, development, testing and evaluation activities
that are related to defense but performed and financed by minis-
tries other than the MOD would not be included in the FYDP.
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Figure 1
Preparation of the Soviet Five-Year Defense Plan

Military forecasts and
defense requirements

National leadership

- Economic forecasts
and policy options

-

Policy

Resource options

Policy

Military

Orders Central planning apparatus

The Politburo and the Defense Council

In addition to policy guidance on doctrine and other
matters that influence defense planning, leadership
oversight of the FYDP process amounts to the formu-
lation of policy guidelines on resource allocation to
defense and the subsequent review, revision, and
approval of draft plans. Both functions are technically
the prerogative of the Politburo, although] |

|its role in plan review and

approval generally amounts to the pro forma accep-
tance of recommendations by the Defense Council.
Available evidence suggests that it is the Defense
Council that substantively reviews, revises, and ulti-
mately approves defense plans—a conclusion support-
ed by non-Soviet Warsaw Pact practice, where an
analogous body reportedly performs the same roles.
Even so, the distinction drawn between the Politburo
and the Defense Council would be blurred, as the
most important Soviet leaders are members of both
bodies (see inset).

Whether the plan is issued by the Politburo, the
Defense Council, or some combination of the two, we
believe that Soviet leaders specify how many rubles
will be allotted to the military, both in annual incre-
ments and for the plan period.

Secret
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‘such budgetary data would

be the focal point for defense-economic policy deliber-
ation, and that Soviet leaders may consider their
options on defense spending in terms of its percentage

of national income.’

the leadership issues ancillary guide-
ines in terms of material, production, and program
assignments—for example, allocations of physical re-
sources, industrial plant capacity, or specific pro-
grams. As long as ruble prices for defense goods and
services offer flawed information on their value in
alternative uses, Soviet leaders almost certainly can-
not set resource policy merely on the basis of estab-
lishing the amount of rubles to be devoted to defense.

Because each FYDP inherits carryover programs
from its predecessor, guidelines are also shaped by
continuing programs and current defense spending
levels, As a result,
leaders probably also articulate policy guidelines in
terms of growth in spending over previous plan peri-
ods. The Soviets refer to this calculus as “planning
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Defense Council Membership

The Soviets have never published an official list of
the membership of the Defense Council. Besides the
General Secretary, the available evidence suggests
that the Defense Minister, Foreign Minister, Chief of
the General Staff, KGB Chairman, Council of Minis-
ters’ Chairman, Supreme Soviet Chairman, and unof-
ficial “second secretary’” would also be members.
Others playing a major role in FYDP decision-
making, though not definitely on the Defense Council,
would include the Military Industrial Council Chair-
man, Gosplan’s Chairman, and the Central Commit-
tee Secretary for Defense Industries. How the whole-
sale political shakeup instituted by Gorbachev in
October 1988 will affect Defense Council membership
is unclear, although, presumably, former Supreme
Soviet Chairman Gromyko will lose his seat. Former
KGB Chief Chebrikov and unofficial “‘Second Secre-
tary” Ligachev—who now is in charge of agricui-
ture—may also be dropped. Whether Kryuchkov, the
new head of the KGB, and Yakovlev, Party Secretary
and Chairman of the International Commission, are
automatically on the Defense Council by virtue of
their new positions or must be elected is unclear; both

Declassified in Part - Sanitized Copy Approved for Release 2013/03/15 : CIA-RDP89T01451R000600730001-9
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Staff coordinates the plans of the individual services
and resolves disputes arising from competing claims
on defense resources. Finally, the General Staff ap-
parently presents—and defends—draft FYDPs before
the Defense Council.

Gosplan

Gosplan identifies the set of civilian-military trade-
offs for the leadership by assessing national economic
capacity and the implications of alternative defense
spending levels for growth, consumption, and invest-
ment. In addition, Gosplan assesses for military plan-
ners the range of production activities possible within
resource constraints. Another of Gosplan’s main tasks
in the FYDP process is to translate defense plan goals
into production orders and delivery schedules, which
it then integrates into the national five-year plan.

will probably eventually be added.

from the achieved level”—in other words, planning at
the margin. This tendency is reinforced by the man-
ner in which many proposed programs are approved
on an individual basis, and,
are only later aggregated in a draft plan.
Thus, by the time the first FYDP reaches the Defense
Council for initial review, portions of it will already
have been “preapproved.”

General Staff

The General Staff of the Armed Forces initiates the
FYDP process by preparing a threat assessment for
the leadership, as well as a generalized set of require-
ments for meeting projected military needs. On the
basis of resource guidelines subsequently issued by the
leadership, the General Staff then drafts the FYDP—
thereby determining how the defense allocations ap-
proved by the leadership will be allocated among the
military services. As part of this process, the General

Other institutional participants in the FYDP process
include the Defense Industry Department of the
CPSU Central Committee, the individual armed ser-
vices and MOD directorates, the Military-Industrial
Commission (VPK), the State Committee on Science
and Technology, the Ministry of Finance, and the
nine defense industrial ministries. A more detailed
discussion of these participants and their respective

roles appears in the appendix.

Chronology of FYDP Planning Milestones

The FYDP planning cycle spans approximately five
years, and preparations for the next begin shortly
after the formal ratification of the current five-year
plan. Because of the defense sector’s priority status,
its claims on resources traditionally have been estab-
lished before all others. As a result, the initiation of
defense planning has generally predated that of its
civilian counterpart by some two years. A chronologi-
cal schema of the most important planning milestones

25X1

25X1

25X1
Z2OX1

25X1
25X1

25X1

is shown in the foldout at the end of this paper. 25X1

Many of the significant milestones do not come until
fairly late in the planning cycle—generally not before
the end of the third year, about the time when the

Secret
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General Staff will begin to draft the FYDP in
response to the guidelines handed down by the leader-
ship. The pace quickens in the last two years, during
which the leadership reviews, revises, and ultimately
approves the plan, and central planners begin to

integrate its el i ¢ national five-year plan.

First Two Years (1986-87)
The FYDP planning process begins informally with
the preparation of capability assessments and threat
estimates for the General Staff by the individual
armed services and MOD directorates.

these assessments draw on the
input of planning and forecasting staffs, research
institutes, and design bureaus of the services, the
VPK, the defense industrial ministries, and in some
cases the Academy of Sciences. We believe that the
General Staff’s Main Intelligence Directorate (GRU)
provides much of the data used for these purposes.
Unclassified military writings indicate that these as-
sessments are primarily of a technical nature and
increasingly feature the application of operations re-
search and systems analysis. Drawing on these assess-
ments, the General Staff prepares comparative mili-
tary analyses and threat assessments of foreign forces,
which are probably of broader scope—that is, at the

Third and Fourth Years (1988-89)
The most important planning activity appears to fall
in the third and fourth years of the cycle, although we
have little detailed evidence on this stage of the
FYDP process| \the
General Staff presents the leadership with its threat
assessments and proposals for Soviet military respons-
es about the beginning of the third year.l

we believe that the General Staff submits its
initial requests for ruble outlays, quantities of arms
and equipment, and possibly even levels of industrial
“production capacity.’] ‘

‘ the Staff’s requests are
influenced by economic considerations and policy
signals from the leadership on forthcoming spending
guidelines. If planning for the 13th FYDP has pro-
ceeded on schedule, the Soviet military should have
already submitted its initial estimates and require-
ments to the leadership.‘

After reviewing these assessments and initial requests,
the leadership determines initial guidelines on defense
resources for the plan period—the first key milestone
in the FYDP planning process. ‘

ﬁthis decision point has traditionally fallen in
the middle of the third year of the cycle (mid-1988).

theater and strategic levels. |

In the Soviet case, however, we believe this decision

“the threat estimative
process 18 politicized and that assessments can be used
by service chiefs to provide substantive justification

for particular programs

Although initial military planning and forecasting lie
almost exclusively in the MOD’s domain, Gosplan
also plays a significant role during the first two years
of the cycle in preparing for the political leadership
forecasts of national economic capacity and growth
under various planning scenarios. These forecasts
“bound” the leadership’s policy options for defense
spending. Gosplan also identifies for MOD planners
the resource implications associated with military
forecasts, ‘ Sovi-
et officials have privately indicated that informal
channels between Gosplan, the MOD, and the leader-
ship play an important role in this process

Secret

Declassified in Part - Sanitized Copy Approved for Release 2013/03/15 : CIA-RDP89T01451R000600730001-9

could come as late as the beginning of the fourth year.
This judgment is based on the fact that, according to
a new planning calendar adopted by the Soviets in
1987, the basic guidelines detailing annual targets for
1991-95 are not scheduled to be issued until June
1989. Given this new schedule, even if the leadership
waited until the beginning of 1989 to issue resource
guidelines for defense, the General Staff would have
several months to draw up a defense plan for inclusion
into the basic guidelines{

After the leadership determines how much will be
spent on defense and transmits initial guidelines on
defense resources to the General Staff, the Staff then
drafts its own operational guidelines for determining
more specific requirements, including mission goals,
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manpower needs, and spending limits. These become
the basis for developing more detailed plans and are
accompanied by a statement of policy goals (termed
Main Directions) for the overall FYDP and for the
individual services, according to unclassified Soviet
military writings}

At this point the General Staff initiates the formal
drafting of the FYDP. According to Soviet military
historical writings, the Strategic Planning Director-
ate—a component of the General Staff’s Main Opera-
tions Directorate—issues the guidelines for the pro-
spective plan, establishes the planning calendar, and
orders the planning staffs of the services and MOD
directorates to project their activities for the plan

period. Each service complies by drafting proposed
material and personnel requirements, as well as ruble
estimates (smety) for these activities, which must be

approved by the General Staff, ‘

the services take at least three months to
prepare formal proposals and program justifications,
which require another two months for General Staff
approval.‘ ‘

Individual General Staff and MOD directorates are
responsible for substantive coordination and approval
of the various components of the defense plan. For
example, the Operational Readiness Directorate, also
within the Main Operations Directorate, reviews and
approves the services’ training plans; the 10th Main

Secret
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Directorate for Military Assistance reviews foreign

military assistance plans; and the Main Organization- ‘

Mobilization Directorate approves manpower require-
ments, according to unclassified historical Soviet writ-
ings. Budget smety and procurement requirements are
coordinated with the civilian ministries and defense
industries by the MOD Central Finance and Main
Armaments directorates,

Until plans are approved by the appropriate director-
ate, no action can be taken to integrate them into the
FYDP.

Approved plans are then forwarded to the General
Staff’s Material Planning Directorate, which drafts
the FYDP under the guidance of the Strategic Plan-
ning Directorate, according to unclassified, historical
Soviet writings. Here accountants, economists, and
engineers compile the requirements of the various
services to generate resource estimates, coordinate
priorities, and determine resource availability and
production and transportation capability. These are
drafted in coordination with Gosplan’s Defense De-
partment, a component within Gosplan devoted to
defense planning, \

With the Gosplan’s Defense Department, the
VPK, and the MOD Central Finance Directorate, the
General Staff arrives at projected resource require-
ments for procurement and operations over the plan
period.‘ ‘

At this stage the General Staff submits a first FYDP
draft for leadership review—the next major milestone
of the planning process.|
the General Staff usually submits an initial
plan draft in the first half of the fourth year. This
decision point appears to remain unchanged under a
revised national planning calendar, which dictates
that Gosplan must draft detailed annual target indica-
tors for the five-year plan 18 months before the plan
goes into force. Given that such drafting would
require some prior decisions on defense, review and
initial approval of the FYDP draft by the leadership
would presumably come sometime before June 1989,

ministries and industries,

\Gos-

plan coordinates planning with the General Staff’s
Material Planning Directorate and the Central Com-
mittee (CC) Defense Industry Department, which
approve any necessary revisions to the plan. Gosplan
subsequently integrates final targets into its own
planning calculus for the five-year plan. By decree,
January 1990 is the deadline for Gosplan to elaborate
defense “state orders” (goszakazy) for the 13th
FYDP.‘ ‘

Fifth Year (1990)

Soviet planning literature indicates that the substan-
tive aspects of defense planning should be completed
by the middle of the fifth year of the planning cycle.
According to this literature, defense-generated state
orders will by this time be passed down to individual
ministries and enterprises. Meanwhile, at the policy
level, the leadership would be making adjustments to

the plan over this period,!

if planning proceeds on schedule.

Substantive planning begins once the leadership ap-
proves the FYDP draft. Gosplan’s Defense Depart-
ment translates plan goals into production targets and
delivery schedules, and transmits orders to individual

Secret

By decree, a final draft of the 13th Five-Year Plan,
including its FYDP subset, should be ready no later
than July 1990.] the MOD
and the Defense Council review the five-year plan
before it is approved by the Politburo. The plan goes
into effect at the beginning of the calendar year,
although in the past its formal legal ratification by the
Supreme Soviet has not occurred for as long as six
months thereafter.

Likely Impact of Economic Reforms on FYDP
Planning

Because adherence to the schedule is important to the
success of the FYDP and the five-year plan for the
economy as a whole, Soviet leaders have strong
incentives to minimize delays and disruptions—from
data collection and processing problems, their own
indecision and policy shifts, or any other source.
During the current FYDP planning period, their
ability to hold to the timetable has most likely been
complicated by the changes and uncertainties associ-
ated with Gorbachev’s program of economic reform.
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Soviet Economic Reforms

Reform Major Purpose Full Implementation

Self-financing Enterprises will bear full economic responsibility for the results
of the activity. Investment will be financed less through budget

i allocations and more through bank credits.

Whole economy by end of 1989.

Wages Entire wage and salary structure in the production sector will be  All industrial sectors by end of
overhauled to tie monetary rewards more closely to perfor- 1990.
mance. Salary increases, however, will depend on enterprises’
ability to finance them.

Planning Enterprises will produce a portion of their output in compliance By 1991, state orders reduced to

with mandatory state orders and will be given greater latitude in
determining the remainder. The role of Gosplan and other state
planning organizations would be curtailed sharply.

30-40 percent of total output.

Supply (wholesale trade) Only “scarce” producer goods will continue to be rationed by
the state. Other supplies will be distributed through a wholesale
trade system that will allow free purchase and sales under direct

contracts between providers and users.

Sixty percent of sales through state
supply networks by 1991.

Banking Decentralizes bank decisionmaking somewhat and elevates the

role of economic criteria in extending credit.

No date given.

Wholesale prices Will be revised to better reflect resource scarcity and customer

demands.

Partial implementation in selected
sectors by 1991.

Whole economy by 1991.

Retail prices Will be made more flexible and responsive to supply and
demand, probably resulting in higher prices for foods, rent, and

consumer services.

Foreign trade Allows selected enterprises to engage directly in foreign trade

and to keep a portion of foreign currency earned.

No date given.

Quality control Establishes independent quality control inspectors in civilian

enterprises.

No further expansion announced.

Organizational changes Seeks to streamline and rationalize economic bureaucracy. By end of 1988.

25X1
As outlined in the decrees and “Basic Provisions for The elements of the reform program that are already
Fundamentally Reorganizing Economic Manage- under way have produced substantial disruptions in
ment” adopted at the June 1987 Central Committee the civilian sector. For example, individual ministries
Plenum, Gorbachev’s reform program calls for a and enterprises, now responsible for formulating their
three-year transition to a “New Economic Mechan- own plans, are experiencing difficulties in locating
’ ism” that is to be in place by the start of the 13th customers and suppliers, among other uncertainties
FYP (see table). Its centerpiece is a major reform of associated with the move to self-financing. Additional
the planning system, which is intended to greatly disruptions stem from the fact that key wage, whole-
' curtail Gosplan’s role in national planning and eco- sale trade, and price reforms—essential to better
nomic management. Beginning with the 13th FYP, decisionmaking at the national and enterprise levels—
Gosplan will no longer formulate annual plans but will not be completed until 1991. 25X1
will concentrate on five-year and long-range planning.
Gosplan will continue to formulate annual state or- Given the wide scope and large scale of the reforms
ders for defense and other priority activity, but after  and the impossibility of isolating the defense and
1991 the number of state orders is to be scaled back.  civilian sectors from each other, FYDP planning can
A major reduction in Gosplan’s staff will accompany
these changes 25X1

Secret

Declassified in Part - Sanitized Copy Approved for Release 2013/03/15 : CIA-RDP89T01451 R000600730001-9>



Secret

hardly be unaffected by the transition to the new
economic mechanism. Indeed, it is clear from the
Soviet press that, to some degree at least, the various
reforms are being extended to the defense industry
and that defense producers and planners anticipate a
disruptive impact from them. Nonetheless, FYDP
planning probably will escape the worst of the disrup-
tions and uncertainties affecting the civilian sector
because even under the reform regime defense plan-
ning will remain centralized. In contrast to the sup-
posedly nonbinding “control figures” that will guide
civilian planners, the fulfillment of military orders
will continue as before, on a command basis, under
the new rubric of state orders. Gosplan will continue
to oversee and direct the activities of defense enter-
prises, dictating supply orders and delivery schedules.

In addition, traditional defense planning procedures
that have historically protected the military’s interests
probably will continue to provide FYDP planning
with some protection from reform-related disruptions.
For example:

» Sequential planning, in which the military stakes
initial claims on resources, permits the MOD to
submit its requirements early in the national plan-
ning process before many disruptions occur. With
military requirements covered by state orders, this
advantage will be preserved.

« MOD officials represent the military’s interests at
Gosplan and other planning bodies. Defense-indus-
trial managers are also heavily represented in Gos-
plan’s leadership. Such old-boy networks and per-
sonal ties may prove especially important during a
period in which institutional relationships are in
flux.

* The secrecy traditionally accorded defense planning
has protected military programs from the scrutiny
of civilian planners. Pressure for more civilian con-
trol is clearly mounting, but lingering compartmen-
tation of military data should help shield defense
programs from outside challenge—at least com-
pared with the review given to civilian programs.

Secret
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For these reasons and because implementation of the
reforms is still in an early stage, as of late 1988 the
FYDP planning process is probably still on track.
Indeed, according to a 22 September Soviet press
report, the Politburo met to consider the draft of the
15-year economic prospectus prepared by Gosplan—a
document that, by decree, does not have to be official-

ly approved until January 1989.‘

Possible Impact of the Planning Process
on Defense Policy

By this point in the process the General Staff has
almost certainly presented the political leadership
with its threat assessment and its estimate of the
resources required to respond to this threat. The
leadership may already have responded to the General
Staff with initial guidelines on the resources that it
will be able and willing to allocate to defense. If the
leadership has not already issued these guidelines, it
must do so soon. A draft FYDP almost certainly must
be prepared and approved before June 1989, Gos-
plan’s decreed deadline for establishing specific target

indicators for the 13th Five-Year Plan.

If, at the current point in the planning process, the
leadership is still undecided on questions of national
security policy or uncertain about how to achieve its
goals, the imperative of planning—the simple need to
meet key deadlines for resource allocation—can play
an important role in shaping leadership decisions on
the larger issues. Such a situation may be especially
likely at present, when the leadership has proclaimed
an allegedly new military doctrine, “reasonable suffi-
ciency,” but seems divided, uncertain—or both—as to
what this doctrine implies for the training, organiza-
tion, manning, and equipping of Soviet military forces
and the allocation of resources to defense (see inset).

Given such a state of affairs, Gorbachev could use the
approach of the FYDP deadlines to pressure undecid-
ed colleagues to make up their minds and to require
the military to speed up the preparation of specific
plans to implement the new doctrine. Recent moves to

25X1
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| Declassified in Part - Sanitized Copy Approved for Release 2013/03/15 : CIA-RDP89T01451R000600730001-9



Secret

Reasonable Sufficiency

In seeking to balance the needs of the civilian and
military sectors of the economy, Gorbachev has
claimed that the Soviet Union will not deploy mili-
tary forces beyond what is required for a “reasonable,
sufficient defense.” The Warsaw Pact Consultative
Committee endorsed this concept in the declaration
on military doctrine issued in May 1987.

The Soviets, however, have not provided a detailed
explanation of how they define reasonable sufficien-
¢y, and its implications for Soviet force posture are
probably still under discussion. Senior party secre-

" tary Aleksandr Yakovlev, writing in Kommunist in

May 1987, called on social scientists to work with
military specialists to give substance to the concept.

Soviet commentators have clearly differed among
themselves as to the meaning of sufficiency. Most
civilian and even some military specialists have ar-
gued that the USSR need not, and should not, match
every weapon program undertaken by a potential
adversary, emphasizing the detrimental effect of the
arms race on the economy. A few have even advocated
unilateral force reductions. Other commentators,
many of them military officers, have interpreted
“defense sufficiency” in more traditional terms, con-
tending that reductions should be mutual and that an

increase in Western military power must be offset by
a proportional increase in Soviet military capability.

Soviet officials and civilian specialists

identified three current schools of thought regarding
the practical implications of reasonable sufficiency.
The first grouping is reportedly made up of predomi-
nantly civilian specialists, who are the idea’s stron-
gest proponents. A second, more conservative group is
said to be the Soviet military itself, which reportedly
is uneasy with the concept and which advocates

-minimal change in doctrine and force structure. A

third, more moderate grouping, comprised of mostly
military officers and possibly some civilian special-
ists, has reportedly adopted a pragmatic approach to
the question of a new doctrine and its implementa-
tion. The views of General Staff Chief Sergei Akhro-
meyev have been ascribed to this last group, while
those of Defense Minister Dmitriy Yazov to both the

Declassified in Part - Sanitized Copy Approved for Release 2013/03/15 : CIA-RDP89T01451R000600730001-9
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conservative and moderate schools. ’

| 25X1

In July 1988 Akhromeyev stated that the Defense
Council has spent two years working out a “defen-
sive” military doctrine based on the sufficiency con-
cept, with Gorbachev taking the lead in discussions
and military officers playing a subordinate role.

increase civilian input into the defense policy making
process should also increase his ability to put pressure
on the military establishment. Think tanks, such as
the USA and Canada Institute, the Institute of World
Economic and International Relations, and the Space
Research Institute, are reportedly playing a more
prominent role in the formulation of national security
policy, and Gorbachev could use the threat of their
greater involvement to overcome military foot-drag-
ging on the implementation of the new doctrineﬁ

Tracking the impact of reasonable sufficiency or other
national security debates such as arms control initia-
tives on defense budget deliberations during the cur-
rent planning cycle is, in any case, likely to be
problematic. We probably would receive the most

information if the military were pressured to reduce
expenditures during the next FYDP through the
cancellations of major programs—a possible, though
by no means certain, requirement of reasonable suffi-
ciency. Such action would undoubtedly spark com-
plaints from the military, some of which—in this era
of glasnost—would almost certainly surface in the
press. The absence of a strong public outcry, however,
need not indicate a lack of progress in giving sub-
stance to the new thinking. Rather, it could signal
that Gorbachev and the military agreed on less
radical ways of implementing the new doctrine, en-
tailing, for example, slow growth in defense outlays
and an emphasis on negotiated and mutual force
reductions.
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Tapping the Defense Sector

Because of the defense sector’s large claims on high-
quality inputs, Gorbachev has turned to it for support
for his modernization program, but apparently has
done so without cutting back on defense programs.
This sector already produces many investment
goods—ranging from computers to tractors—ifor its
own use and for shipment to civilian customers, as
well as many consumer durables, such as radios,
refrigerators, and TVs.

Until recently, leadership statements calling for
greater defense industrial support to the civilian
sector echoed similar calls in the early 1970s and
1980s. As before, the defense industries appeared to
be resisting these appeals. Since the beginning of
1986, Soviet leaders have criticized the defense in-
dustries on at least 30 separate occasions for short-
falls in their obligations to the civilian sector.

Faced with this poor record, the leadership has taken
several steps to ensure the defense sector’s deeper
involvement in the modernization program. First, it
has stepped up its pressure on the sector. For exam-
ple, the Central Committee in October 1987 increased
dramatically the defense industries’ equipment deliv-
ery quotas to the food-processing sector—by ‘four-
fold to ninefold by 1995.” Moreover, we believe the

Central Committee has tasked the Military-Industri-
al Commission (VPK) to submit a program outlining
how the defense industrial ministries would meet
their civilian production targets.

Second, the leadership has transferred responsibility
for many civilian enterprises directly to the defense
sector. Thus, the Soviet press announced in February
1988 that the Ministry of Machine Building for Light
and Food Industry and Household Appliances would
be dissolved. Subsequent press reports indicate that
the defense industrial ministries would assume re-
sponsibility for some of its 260 enterprises.

Finally, Gorbachev has infused the civilian ministries
with managerial talent from the defense sector. The
new chairman of Gosplan, Yuriy Maslyukov, was
Sormerly chairman of the VPK. The new chairman of
Gossnab, Lev Voronin, was formerly head of the
Ministry of Defense Industry. Ivan Silayev, the new’
chairman of the Bureau of Machine Building, and
Boris Tolstykh, the chairman of the State Committee
for Science and Technology, are also examples of new
civilian managers recently moved from the defense
sector.

On the other hand, faced with looming decision points
in the planning process and lacking a plan for the
implementation of the new military doctrine, Gorba-
chev could well decide to go forward with a fairly
traditional draft FYDP that will do little to flesh out
the concept of reasonable sufficiency. Agreeing to
such a draft would allow preparation of the 13th Five-
Year Plan to proceed, but would not represent an
irreversible decision. Instead, Gorbachev might at-

tempt to revise this draft downward in stages.z

draft FYDPs have, in fact, been revised

late in the planning period and that even formally
approved FYDPs have been revised in midcourse.

Secret

Moreover, paring back the resources earmarked for
defense—for example, in support of increases in con-
sumer welfare—would certainly be less disruptive
than increasing defense allocations. Other actions
could be taken subsequently to increase the defense
sector’s involvement in the production of producer and
consumer goods (see inset), without formally revising
drafts of the 13th Five-Year Plan to benefit these
nondefense resource claimants. The move to a simpli-
fied planning cycle—that is, the decision to have
Gosplan concentrate only on state orders—should also
afford the leadership more time to deliberate over
reallocation and give planners more time to imple-
ment their decisions.‘
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Although delays are possible, the later the revisions to
the draft FYDP, the more difficult they will be to
assimilate into the 13th Five-Year Plan for the Soviet
economy, and, by implication, the less they will help
Gorbachev’s civilian investment and consumer goods
programs. Gorbachev’s experience with the current
five-year plan may have underscored the problems
associated with last-minute revisions to draft plans.
The General Secretary has stated that, after succeed-
ing Konstantin Chernenko in March 1985, he more
than once rejected drafts of the 12th Five-Year Plan
and insisted that they incorporate more of his own
policy preferences for increased investment. The plan
finally approved has not gone well, and this develop-
ment has probably been partly due to the fact that
Gorbachev’s requirements appear to have been simply
added to the draft plan rather than being integrated
into it with appropriate adjustments to other pro-
grams. Although the nature of the revisions—increas-
ing overall resource requirements—was primarily re-
sponsible for the problems experienced after the FYP
was under way, the timing of the revisions almost
certainly exacerbated their negative impact.

Gorbachev, therefore, has strong incentives to shape
the draft FYDP to his own liking as soon as possible.
Although not at a “now or never” point in the
planning process, he is approaching the optimum
period for translating his stated desire to reduce the
USSR’s defense burden into a specific plan of action
for 1991-95. Specifically, after June 1989 any change
to the draft FYDP will require a change to the draft
of the 13th FYP as well. Changes that reduce the
resources allocated to defense would continue to
advance his goals for investment and consumption

Reverse Blank 11
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even after that point, but such changes would also be
increasingly difficult to assimilate and decreasingly

beneficial. Because subsequent upward adjustments in
allocations to defense would be especially disruptive to
other resource claimants after the draft FYP has been
approved, hasty reductions in the FYDP must also be
avoided.‘

The timing of Soviet decisions regarding resource
allocations to the defense sector has implications for
the United States. If the Soviet leadership is to take
effective action to reduce the burden of defense, it
must act soon to ensure that such decisions are well
integrated into the 1991-95 economic plan. We do not
believe that the need to meet key planning deadlines
would, by itself, make the Soviets more accommodat-
ing in arms control negotiations or any other forum.
In our view, however, the approach of important
planning milestones limits the Soviets’ opportunities
for probing or feeling out a new administration on
arms control and other related issues, and increases
their interest in reducing the uncertainties vis-a-vis
US policies that would affect their defense planning.
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Appendix

Institutional Actors in the
FYDP Planning Process

A great many institutional actors from the military,
the central planning apparatus, and the political
leadership participate in the preparation of each
FYDP. The major actors from these three groups

follow S

Military Planning Bodies (See figure 2.)
General Staff. The Soviet General Staff of the Armed
Forces is the most important institutional actor in the
formulation of all annual, five-year, and long-range
defense plans. It generates guidelines for and oversees
all aspects of the FYDP planning process, coordinates
the plans of the individual services, resolves disputes
arising from competing claims on defense resources,
and prepares all plan drafts.‘ ‘
the General Staff presents (and defends)
draft FYDPs before the Defense CouncilS

General Staff Directorates. Within the General Staff,
individual directorates hold particular responsibilities
in FYDP planning. Unclassified Soviet military writ-
ings indicate that the two most important for the
planning process are the Strategic Planning Director-
ate of the Main Operations Directorate, which over-
sees the formulation of program goals, and the Mate-
rial Planning Directorate, a component of the Main
Organization-Mobilization Directorate responsible
for coordinating fiscal and material estimates to meet
those goals. Other directorates oversee individual
components of the defense plan.‘

MOD Directorates. In addition to the General Staff
directorates, ministry-level directorates also partici-
pate in the FYDP planning process. For example, the
Main Directorate of Armaments—one of the most
important MOD actors in the process—oversees and
coordinates all planned weapons procurement, while
the Main Directorate of Construction and Troop
Billeting reviews and coordinates planned military
construction, according to ‘unclas;
sified Soviet military writings. Other directorates
oversee planning activity in their respective areas.
Estimated expenditures for all plans are coordinated

with the Central Finance Dircctorate{
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Figure 2
Military Planning Bodies

Defense Council

MOD Collegium

General Staff

General Staff directorates

Operational
commands

MOD directorates

Services
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Services. The individual armed services provide the
General Staff with initial threat estimates and pro-
jected requirements for the plan period, according to
unclassified Soviet military literature. Each planning
staff is supported by a number of research institutes
(NIIMOs) that, assist
the staffs in preparing projected requirements for the
services.
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Figure 3
State Planning Bodies

Council of Ministers

Ministry of State Commiittee Gosplan Military- Defense
Finance on Science and Industrial Industries
Technology Commission
(GKNT) (VPK)

MOD Collegium. We have no firm evidence that the
FYDP planning process formally includes a substan-
tive review before the MOD Collegium, a body whose
membership includes the Minister of Defense, the
Chief of the General Staff, and the remaining First
Deputy and Deputy Ministers, including the five
service chiefs. Nonetheless, by virtue of its member-
ship, we believe the Collegium has a role in the
process. For example, the Collegium probably settles
interservice disputes over resources and other prob-
lems not resolved at the General Staff level.

319298 10-88

translate plan goals into production orders and deliv-
ery schedules, which it then integrates into the nation-
al five-year plan. A physically and administratively
separate component within Gosplan, known as the
Defense Department (Oboroniy Otdel), is charged

with this responsibility,!

VPK. The principal mission of the Military-Industrial
Commission (VPK) in the FYDP formulative process
is to reconcile military research, development, and
procurement with national industrial capacity

State Planning Bodies (See figure 3.) ]

| to fulfill this mission,

Gosplan. The USSR State Planning Committee (Gos-
plan) is the most important state planning actor in the
FYDP process. In this regard, Gosplan’s principal
mission is to assess for national leaders the levels at
which defense activities can be sustained. Despite the
asymmetry of formal power, former Gosplan employ-
ees assert that influence flows “both ways” between
Gosplan and the political leadership, indicating that
the former performs a vital “gatekeeping” function in

the VPK assesses the technological feasibility of new
programs for the FYDP, coordinates collection re-
quirements for foreign technology, monitors program
development and production activity, enforces sched-
ules, and intervenes to overcome bottlenecks in sup-
plies of materials to defense components after the
FYDP is approved.‘ ‘

GKNT. Unclassified Soviet writings| \

defining the opportunity set of trade-offs between the Ssuggest that the State Committee for Science

civilian and military sectors of the economy. Gosplan
performs a similar function for the military in assess-
ing for defense planners what types of military activi-
ties are possible within budget and resource con-
straints, a process that is often conducted through
informal channels between Gosplan and the MOD,
Finally, Gosplan’s re-
maining important defense planning mission is to
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and Technology (GKNT) provides important input
into the R&D section of the FYDP and, indeed, we
believe that the GKNT finances much of the mili-
tary’s R&D eﬂ’ort.‘ in
addition, the GKNT assists both the MOD and the
VPK in formulating plans for the development and
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procurement of technologically advanced programs at
the research institute level, often in conjunction with

the Applied Problems section of the USSR Academy
of Sciences.

Other Institutions. The Ministry of Finance reviews
MOD budget estimates to ensure their consistency
with state financial procedures and incorporates
FYDP estimates into the USSR state budget, accord-
ing to unclassified Soviet planning literature. The
R&D organizations and design bureaus of the nine
defense industrial ministries are also noteworthy for
the initial inputs they provide to the individual ser-
vices in drafting their requirements. Formally, the
Council of Ministers oversees the entire state planning
apparatus and issues legal approval of major pro-
grams, although minimize its role in
this process.

Party/Leadership Oversight Bodies (See figure 4.)
Defense Council. Technically an organ of the Soviet
Government rather than of the CPSU, the Defense
Council appears to be the leadership body that ap-

" proves the FYDP,
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Figure 4
Party/Leadership Oversight Bodies

Politburo

Defense Council

Central Committee

I
| |

Defense Industry
Department

Economic Department

‘ the Defense
Council is the forum at which politico-military and

319299 10-88

defense-economic decisionmaking systems intersect—
and hence that it is the critical node at which civil-
military trade-offs are resolved and policy set on
defense resources. We believe that the FYDP is
reviewed here by an inner core of party, military, and
government leaders holding coincident membership

Open sources also suggest that it is the Politburo that
determines policy on resource allocation to defense;
even were this not the case, a-consensus of the full
Politburo would probably be required to significantly
deflect defense spending from established levels

on the Politburo, the Central Committee (CC) Secre- ‘

‘the Politburo reviews and

tariat, the Council of Ministers, and/or other senior
leadership bodies. Available evidence also indicates

approves the development and procurement of most
major weapons systems on a pro forma basis, although

that the Council is the senior decisionmaking body for ‘

‘in some instances the Polit-

other issues directly or indirectly influencing FYDP
content (such as doctrine and arms control), a circum-
stance that further suggests its preeminent role in the
FYDP process

Politburo. As the executive CPSU body for policy, the
Politburo formally holds ultimate authority for all

buro could itself generate requirements for specific
programs.‘ ‘

CPSU Central Committee. Insofar as the FYDP
planning process is concerned, the CC apparatus is
essentially a policy-implementation body with a limit-
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ed decisionmaking role in R&D and procurement.g 25X

FYDP decisionmaking, although we cannot determine \

the CC as a “battle-

the extent to which the Politburo oversees this pro-
cess. Unclassified Soviet writings indicate that the
FYDP requires the Politburo’s approval; in practice,
however, this may only amount to a pro forma
acceptance of a Defense Council recommendation.
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ground of political infighting between different con-
stituencies.” Responsibility for overseeing the planning
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process lies primarily with the CC Defense Industry
Department, which is empowered to resolve disputes
between the military and the civilian planners once
the latter begin to integrate the FYDP into the five-
year plan, ‘ In addition,
the CC Economic Department probably is involved in
defense-economic policy making, although we have
little direct evidence of its role in the FYDP planning
process.\ hhe CC forms
an ad hoc working group for the drafting of each
overall FYP, although we cannot determine its role
vis-a-vis defense planning. ‘

We anticipate that the roles of several institutional
participants in the FYDP planning process will in-
crease as a result of Gorbachev’s reform program.
Open Soviet sources indicate that the role of the State
Committee for Science and Technology will be ex-
panded in defense R&D planning, partially as a result

Secret
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of the newly formed “intersectoral science and tech-
nology complexes™ it will oversee. The State Commit-
tee on Prices (Goskomtsen) could also emerge as an
important, if indirect, actor insofar as it is tasked to
restructure “centrally fixed” prices for defense goods.
By decree, the State Committee for Material and
Technical Supply (Gossnab) is to take over from
Gosplan the task of compiling material balances and
distribution plans for 1,500 “key products,” that, if
these include defense orders, would suggest an ex-
panded function for it as well. Finally, we expect that
the role of the Military-Industrial Commission will
increase proportionately with the level of disruption
that occurs in the Soviet economy, inasmuch as it will
be tasked to deal with these problems, particularly as
they may occur in R&D and procurement programs.
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Milestones of the FYDP Planning Cycle
Decreed Planning Deadlines
Gosplan assesses long-term
economic potential; prepares
15-year prospectus serving as Leadership approval of 15-year Gosplan drafts basic guidelines
the “initial economic and prospectus (includes “tasks for for 15-year plan, detailing
political platform for national maintaining defense annual target indicators for Gosplan issues state orders, Gosplan submits draft FYP.
cconomic prospects.” capability”). first five-year plan period
January June January July
1986 87 88 8 9% 91
Inferred Planning Deadlines
General Stafl oversees General Stall presents threat Leadership issues initial General Stafl drafts, issues Leadership reviews, revises Final leadership approval of
preparation of threat estimates assessments and initial guidelines on resource planning guidelines; services draf, as necessary. FYDP.
and military requirements requirements (o leadership. allocation to defense. prepare input; General Staff

Note: Decreed deadlines are established
by joint CPSU Central Commitiee/USSR
Council of Ministers resolution.

reviews, approves plans, and
prepares draft FYDP.
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